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Martin Ravallion: "You have to erase the idea that you are a communist if you want to 
reduce inequality" 
 
World Bank economist, now teaches at Georgetown. From a humble family, he personally 
suffered the impact of poverty before fighting against it. 
 
IGNACIO FARIZA  
 
An hour of conversation with Martin Ravallion (Sydney, 1952) is the closest thing to a 
macroeconomic book opened by two pages: that of inequality and that of the failures of 21st 
century capitalism. Father of the daily dollar scale as a global poverty line when he was an 
economist at the World Bank—where years later he led the prestigious development research 
group—he has been a professor at the University of Georgetown (USA) since 2013. Ravallion, 
installed for years among the 100 most recognized economists in the world according to the 
Ideas-Repec classification, knows well the meaning of inequality: he was born into a low-income 
family and has himself experienced what it means to live with limited means and deciding that "I 
didn't want to be poor" anymore, as he recognized when he received the BBVA Frontiers of 
Knowledge Award, in 2016. "All my papers are too boring," he laughs at (Business?) shortly 
after giving a conference organized by Oxfam in The College of Mexico. It is not true: the 
Australian is one of the specialists who best explains, with words available to everyone, why 
inequality is one of the great global problems of our times. 
Question. Extreme poverty has fallen sharply in recent decades, but inequality has 
overshadowed that good news. 
Answer. Global inequality, understood as that among all the inhabitants of the planet and in 
relative terms, has also fallen. Not as much as poverty, but it has fallen. And that is something 
that often confuses people. 
Q. I quote a recent World Bank study, which you know well: "The decline in the poverty rate has 
slowed down, thus raising concerns about the goal of ending extreme poverty in 2030." What is 
happening? 
A. Part of this has to do with the (economic) slowdown in Africa and with the fact that poverty 
reduction there has been driven in large part by the boom in raw materials, which has slowed. 
But these are things that fluctuate, and I think we should not make a big issue of this: as long as 



there is no other global financial crisis, we are on track to meeting the objective of the World 
Bank itself to lower the global poverty rate to 3% by 2030. Although, of course, I am biased 
because putting that figure out was one of the last things I did at the World Bank. However, if we 
take instead the United Nations’ objective of sustainable development to “eliminate poverty” as 
reaching 0%, that will not happen without a great change in policies: at the current rate of 
progress in reaching the poorest it will take maybe 200 years to bring everyone up to $1.90 a 
day. 
Q. But even eliminating extreme poverty does not mean that there will [no longer] be millions of 
people left in a situation of misery. 
A. No, just much less. The $ 1.90 a day line is really low: imagine how little you can buy with 
that amount. 
“I would like capitalism to 
work for everyone. I don't 
see that happening ” 

Q. Inequality has broken into the agenda, but is there enough talk about it? 
A. No, we should talk more and do it more specifically. Focus less on aggregate statistics and 
more on specific aspects that can attract attention (from society) and mobilize us to action. 
Although inequality is attracting more attention, poverty has always dominated the debate. 
"Poverty" is a popular word and "inequality" is not, but, in part, this is changing. Poverty is 
becoming a respectable topic in academic literature and society is increasingly aware of poverty 
and inequality. 
Q. Should recent developments in Latin America concern us? 
A. Yes. The poverty situation is much better than in other regions, such as sub-Saharan Africa, 
but inequality in Latin America is very high and that is a problem, both for economic growth and 
for the fight against poverty. And the lack of consensus around that point is a big problem: there 
is much complacency and much false rhetoric. Is all inequality always bad? No it is not. There 
are levels of inequality that are positive in terms of incentives, for growth and for poverty 
reduction itself. But in some dimensions, such as racial or gender inequality, any inequality is 
unacceptable and we must build a consensus around that. 
Q. How? 
A. People have to be taught more how costly high inequality is. Not only is it ethically and 
morally repulsive: it is also bad news for economic growth. If you do not manage inequality well 
you will not have much growth and many people will not take advantage of its benefits. 
Everything is connected. 



Q. There is an almost total consensus around the idea that poverty is negative and must be 
confronted, but there is no consensus about inequality. Why do some still see inequality as a 
growth catalyst? 
A. Many people appeal to the idea that in a world without inequality there would be no 
incentives and, as I said, there is some truth in that statement. But the goal should not be zero 
inequality, but zero poverty. The objective must be a level of manageable, acceptable inequality 
that is not perpetuated. There are still economists who do not pay attention to the issues of 
income distribution: you will never get the whole academy to agree on anything. But I don't 
think anyone can look at the available literature today and disagree with the fact that high 
inequality is a brake on growth. 15 or 20 years ago, most economists thought only of efficiency 
and said that inequality was positive for growth: again, it depends on the levels of inequality we 
are talking about, but now there are few who would say that. The fact that the book “Capital in 
the 21st Century” by Thomas Piketty, a book on inequality, is one of the best-selling economics 
titles ever indicates something. 
"There are still economists 
who do not pay attention to 
income distribution" 

Q. What would be "acceptable" inequality? 
A. I do not know. We know when it is very high, as in many Latin American countries today, 
and when it is very low, as in the former Soviet Union, or in China before the 1980s. And also 
[we usually know] when we are moving in the right direction. 
Q. Think of an index like Gini's. At what point should the inequality be so that it is 
“manageable”? 
A. I would not focus so much on the indexes, but on dealing with the causes: that there is good 
health care available to everyone, that child nurseries and schools are decent, that young people 
can study at the University and develop their full potential ... Those are the things that really 
matter: you have to focus on policies rather than indexes and rates. Also erase the idea that if you 
want to reduce inequality you are a communist: I would like capitalism to work for everyone. I 
don't see that happening now. 
Q. The million dollar question: how can we make capitalism work for everyone? 
A. Above all, ensuring that the playing field is much more level: trying to minimize the 
disadvantage of children born in poor families. And that requires intervention from the earliest 
ages: we need policies that correct that inequity from the beginning. 
Q. But you see it as possible for a capitalism that works for everyone? 



A. Absolutely. Who is it that said that capitalism is a terrible idea, but better than all the options? 
I do not love capitalism, but I believe that there is no other system that can achieve the benefits 
of a market economy. That said, today's capitalism is not the same as Adam Smith was talking 
about: it has become less competitive and more dominated by monopolies. We should be worried 
about that: what does competition look like in the technology industry, for example? The kind of 
things that truly competitive capitalism can achieve are incredible, but for that we have to make 
sure that competition is maintained and that inequality is handled well. And for that you need 
good policies. 
Q. Have we learned from public policy mistakes made in the past? 
A. Not enough [and we have at times forgotten past lessons]. It is very frustrating to see the lack 
of attention we give to this side of policy evaluation. In part, because almost all politicians do not 
want to hear that their programs do not work well and partly because the programs are often too 
inflexible to adapt to evidence. Progress has been made in the impact assessment of programs 
over the past 20 years [but there is more to do]. Assuring a responsive political process is still a 
big challenge. 
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